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ﬂt‘ The Sherbert Group is a unique integration of companies that provide valuable
MOX1E INVESTMENT EUNDS tax, accounting, investment and consulting services to clients in the tax credit
industry.
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Introduction

AQualified Opportunity Zones were added to the
Internal Revenue Code by the 2017 Tax Cuts a
Jobs Act by Code sections:

A 140021 discusses desianation of Opportunity Zones
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A 14002z2 discusses how tmvest capital gains intopportunity
) THE SHERBERT GROUP zones and receive significant tax benefits
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Who Can Benefit?

| AAnyUS taxpayer with capital gains (including net sec
< 1231 gains) caspecificallybenefit from this new tax
Incentive. But more generally, beneficiaries may inclt
A Individuals or corporations looking to reinvest gains from sa
of property;
A Real estate developers and stanp companies located in an
Opportunity Zone who are looking for equity investment;

A Real estate sponsors, syndicators and/or private equity func
looking to make investments in corporations, partnerships o
direct investments in property; and

A Localities with designated OZs wanting to justgrt
redevelopment.
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s Three Buckets of Opportunity

~+ AA taxpayer who timely reinvestapitalgains into a
s vdzZl f ATASR h LIQRRID deEine &
Tontwieee (ILE  the following tax benefits:

1l A Bucket 1- Deferral Capitalgains invested in a QOF are

deferred until the earlier of the date that the taxpayer sel
its interest in theQOFor December 31, 2026.

A Bucket 2- Gain Reduction If the taxpayer invests in the
QOF for at least 5 years, 10% of the original gain is excl
If the investments lasts at least 7 years, an additional 5%
a total of 15%) of the original gain is excluded.

A Bucket 3 Appreciation Exclusionlf the taxpayeholds the
iInvestmentin the QOF for at least 10 years, all appreciat
g ) THE SHERBERT GROUP In the new investment will b&ax-free.
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Bucket 1¢ Deferral

A Investor sells an investment or property focapitalgain of$100
A Reinvests the capital gain in a Qualified Opportunity Fund

A Capital gain of $100 deferred until the earlier of:
A Date when NEW investment is sold or exchanged, or
A December 31, 2026

A How much Gain is Recognized?
A Lessenf the amount of gain excluded originatlythe sales proceedsr
the fair market value of the investmeon 12/31/2026

A What does this mean?
A Original Gain$100
A Reinvestment$100
A Sale in 2020 fo$90
A In 2020 your deferred gain &100is recognized as$90 gain
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Bucket 2c Gain Reduction

A If New Investment is held for 5 years, the basis in the Investment is increased by 1

T 3 M A If New Investment is held for 7 years, the basis in the Investment is increased by 1
d (

% % EH i] ' This can result in theeduction of the original deferred gain.

Eﬁmm ‘ Examples

Original reinvested gain &100(12/31/2019)
Sell in 2022 fo$90
Gain recognize890 (no reduction of gain since not held for 5 or 7 years)

2. Original reinvested gain &100(12/31/2019)
Sell on 1/1/2025 fof90 (5 years plus 1 day)
Basis $0
Increase in Basis 10% x $10$18
Sales Proceedk90(A)

q ) THE SHERBERT GROUP Adjusted Basis $10(B)
INTLCRATED TAYX CREDIT SOLUTIONS , !
Resulting Gain$80(A)¢ (B)



Bucket 3¢ Appreciation Exclusiol

il 5 g A Investment must be held by the taxpayer for at least 10 year:
: a QOF

]
'

i1 (Nl A Qualifyinginvestmentsmade between now and December 31
s e 2028will have a step up in basis to FMV at the time the
% investment is sold or exchanged (if held for 10 years)

A Appreciation from the sale of the new investmenTiX FREE
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Investment in QOF Held for 10

Years and Sold in 2030

. dzO1SU0 H ¢ DFEAY wSRdzZOGA2Yy  Benefit
Deferred Gain (taxed in 2026) 100.00 Gain (taxed in 2018) 100.00
Basis Step-up 15.00 Basis Step-up -
Taxable Gain 85.00 Taxable Gain 100.00
Tax (at 23.8%) 20.23  Tax (at 23.8%) 23.80 3.57
Bucket 1 - Deferral (Present Value assuming sale on 12/31/2019)
Present value of tax
($20.23) @ 10% discount rate s £03d e
. dz01 S04 o ¢ !'LIINBOAILGAZ2Y 9EO
Gain on Disposition of Investment in FundL00.00  Gain on Investment 100.00
Basis Step-Up 100.00 Basis Step-Up -
Taxable Gain on Disposition - Taxable Gain on Disposition 100.00
Tax (at 23.8%) - Tax (at 23.8%) 23.80 23.80
TOTAL BENEFITS $ 37.22
37.22%

BENEFITS AS A PERCENT OF ORIGINAL GAIN



Whatis a Qualified
Opportunity Fund?

A A Corporation or Partnershiprganized for the purpose of

AYOBSaiGgAy3a Ay vdzZ t ATASR h Ll
that holds at least 90% of its assets in QOZP

A 90% determination is made atronth and yeafend measuremer
periods

A Thistest can be performed without including investments received

the preceding six months if those investments are held in cash or
instruments of 18 months or less

A If a QOF does not have at least 90% of its assets in QOZP, the

assets (not invested in QOZP) are penalized at the same intere

rate for underpayments of Federal Taxes under IRC Section 6€

A Reported on Form 8996
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Qualified Opportunity Fund

A Capital gains

' A Net section 1231 gains OF
A A No services allowed for Q
contribution I

«

Qualified Opportunity Zone Property
90%- Valued by GAAP Audit or Cost
Average, 2 testing periods per yea

P %

QUALIFIED
OPPORTUNITY
ZONE BUSINESS

PROPERTY

q THE SHERBERT GROUP

INTLCRATED TAYX CREDIT SOLUTIONS



Qualified Opportunity Zone
Business Property (QOZBP)

A Tangible property used in business (ath@stbe met):

1.

2.

Property acquired by QOF via noglated party purchase after
December 31, 2017

Original use of such property in the QOZ commences with tt

QOFor the QOF Substantially Improves the property

A Original Use& When the property is first placed in service for depreciatic
or amortization

A To bypass original use requirements, the property must be vacant a
minimum of 5 years

A Substantial Improvemerg additions to basis must exceed an amount
equal to the adjusted basis of such property upon acquisition within 30
months.

5dzNAYy 3 adzomaidlryaAialtte it 64

property, substantially all (70%) of the use of said property ir

be within a QOZ

A Inventory in transit does not break use test

A Leased property can also qualify









































http://www.cdfifund.gov/awards/state-awards/






















